Internal Revenue Service, Treasury

State in which the political subdivi-
sions are not denominated as counties
or municipalities, then the preselected
points must be in different political
subdivisions of such State which cor-
respond to counties or municipalities.
For purposes of this paragraph the
term ‘“‘municipality’” means the largest
political subdivision of a State below
the level of county or similar subdivi-
sion. For the exemption to apply, the
charge for the service must be billed in
writing to the person paying for the
service and such person must certify in
writing that the service is for use in
the conduct of a trade or business.

(b) Exemption inapplicable. This par-
ticular exemption is not applicable in
the case of taxes imposed on amounts
paid for other services by section 4251,
even though such services are utilized
in the conduct of a trade or business.

§49.4253-11 Use and retention of ex-
emption certificates.

A separate exemption certificate (as
required by §§49.4253-3 and 49.4253-4)
shall be furnished for each message
paid for as a separate item, but where
periodic payments are made, a blanket
certificate (for a period not to exceed
four calendar quarters) may be accept-
ed as evidence of the right to exemp-
tion. An agent of a telegraph, tele-
phone, radio, or cable company should
not accept an exemption certificate un-
less satisfied, on the basis of proper
credentials or otherwise, that the per-
son who signed it is the person whom
he represents himself to be and that
the exemption claimed is allowable
under the law. Exemption certificates
should be retained with the record of
the services rendered for inspection by
internal revenue officers as provided in
section 6001 and the regulations in Sub-
part G of this part.

§49.4253-12

For exemptions applicable to
amounts received as payment for serv-
ices furnished to the government of
any State or political subdivision of a
State, to the District of Columbia, to
the government of the United States,
or to certain nonprofit educational or-
ganizations, see sections 4292, 4293, and

Cross reference.

§49.4254-2

4294, and the regulations thereunder
contained in Subpart F of this part.

§49.4254-1 Computation of tax.

(a) General rule. Except as provided in
paragraph (b) of this section, when a
bill is rendered to the taxpayer cov-
ering charges for general telephone
service, toll telephone service, or tele-
graph service, with respect to which a
tax is imposed by section 4251, the
amount upon which the tax with re-
spect to such services shall be based
shall be the sum of all such charges for
such services included in the bill.

(b) Special rule in certain cases. When
a bill is rendered to the taxpayer cov-
ering charges for general telephone
service, toll telephone service, or tele-
graph service, with respect to which a
tax is imposed by section 4251, by a per-
son who groups individual items for
purposes of rendering the bill and com-
puting the tax, then the amount on
which the tax with respect to each
such group shall be based shall be the
sum of all items within that group, and
the tax on remaining items not in-
cluded in any such group shall be based
on the charge for each item separately.

§49.4254-2 Payment for toll telephone
service or telegraph service in coin-
operated telephones.

Where the tax on a toll telephone or
radio telephone message or conversa-
tion, or a telegraph, cable, or radio dis-
patch or message is paid by inserting
coins in a coin-operated telephone, the
tax shall be computed to the nearest
multiple of 5 cents, and where the tax
is midway between multiples of 5 cents,
the next highest multiple shall apply.
In other words, one-half or a greater
fraction of 5 cents shall be treated as 5
cents and a smaller fraction shall be ig-
nored.

Subpart D—Transportation of
Persons

SOURCE: T.D. 6430, 24 FR 9665, Dec. 3, 1959,
unless otherwise noted.

NOTE: For exemption from tax on transpor-
tation of persons by air of amounts paid by
the Department of the Interior for fire pre-
vention and control activities, see 32 FR
5457, April 1, 1967.

249



§49.4261-1

§49.4261-1 Imposition of tax; in gen-
eral.

(a) Transportation beginning before No-
vember 16, 1962. Section 4261 imposes a
tax equal to 10 percent of the amount
paid for taxable transportation of per-
sons by rail, motor vehicle, water, or
air which begins before November 16,
1962. For the definition of the term
‘“‘taxable transportation’, see section
4262 and §§49.4262(a)-1 and 49.4262 (b)-1.
The tax accrues at the time payment is
made for the transportation, irrespec-
tive of when the transportation is fur-
nished if the transportation actually
begins before November 16, 1962.

(b) Transportation beginning after No-
vember 15, 1962. Section 4261 imposes a
tax equal to 5 percent of the amount
paid for the air portion of taxable
transportation of persons which begins
after November 15, 1962, and before
July 1, 1965. For definition of the term
“‘taxable transportation’, see section
4262 and §§49.4262(a)-1 and 49.4262 (b)-1.
The tax accrues at the time payment is
made for the transportation, irrespec-
tive of when the transportation is fur-
nished if the transportation actually
begins after November 15, 1962, and be-
fore July 1, 1965.

(c) In general. The purpose of the
transportation, whether business or
pleasure, is immaterial. It is not nec-
essary that the transportation be be-
tween two definite points. If not other-
wise exempt, a payment for continuous
transportation beginning and ending at
the same point is subject to the tax.
For the rate of tax with respect to
amounts paid for seating and sleeping
accommodations in connection with
taxable transportation, see §49.4261-9.

[T.D. 6618, 27 FR 11222, Nov. 14, 1962, as
amended by T.D. 6753, 29 FR 12718, Sept. 9,
1964]

§49.4261-2 Application of tax.

(a) Tax on total amount paid. The tax
is measured by the total amount paid,
whether paid at one time or collected
at intervals during the course of a con-
tinuous transportation, as in the case
of a carrier operating under the zone
system. For the application of the tax
with respect to amount paid for seating
or sleeping accommodations in connec-
tion with taxable transportation, see
§49.4261-9.

26 CFR Ch. | (4-1-02 Edition)

(b) Tax on transportation of each per-
son. The tax is determined by the
amount paid for transportation with
respect to each person. Thus, where a
single payment is made for the trans-
portation of two or more persons, the
taxability of the payment and the
amount of the tax, if any, payable with
respect thereto, must be determined on
the basis of the portion of the total
payment properly allocable to each
person transported.

(c) Charges for nontransportation serv-
ices. Where a payment covers charges
for nontransportation services as well
as for transportation of a person, such
as charges for meals, hotel accom-
modations, etc., the charges for the
nontransportation services may be ex-
cluded in computing the tax payable
with respect to such payment, provided
such charges are separable and are
shown in the exact amounts thereof in
the records pertaining to the transpor-
tation charge. If the charges for non-
transportation services are not sepa-
rable from the charge for
transportatinon of the person, the tax
must be computed upon the full
amount of the payment.

[T.D. 6430, 24 FR 9665, Dec. 3, 1959, as amend-
ed by T.D. 6518, 25 FR 13134, Dec. 21, 1960, as
amended by T.D. 6618, 27 FR 11222, Nov. 14,
1962]

§49.4261-3 Payments made within the
United States.

(a) Transportation beginning and end-
ing in the United States or the 225-mile
zone. The tax imposed by section
4261(a) applies to payments made with-
in the United States for transportation
which begins in the United States or in
the 225-mile zone and ends in the
United States or in the 225-mile zone.
For example, an amount paid within
the United States for transportation
between New York and Montreal, Can-
ada; between Vancouver, Canada, and
Windsor, Canada; or between Nogales,
Mexico, and Hermosillo, Mexico, would
be fully taxable. See section 4262(c) (2)
and paragraph (b) of §49.4262(c)-1 for
the definition of the term ‘‘225-mile
zone’’.

(b) Other transportation—(1) Transpor-
tation beginning before November 16, 1962.
In the case of transportation beginning
before November 15, 1962, (other than
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